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City of Rock Valley, lowa




Independent Auditor's Report

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financia statements of the governmenta activities, the business
type activities and the aggregate remaining fund information of the City of Rock Vdley, lowa, as of and
for the year ended June 30, 2005, which collectively comprise the City’ s basic financid statements listed
in the table of contents. These financia statements are the respongibility of the City of Rock Valley's
management. Our respongbility is to express opinions on these financid statements based on our audit.

We conducted our audit in accordance with U.S. generaly accepted auditing standards and the
standards applicable to financid audits contained in Government Auditing Standards, issued by the
Comptroller Generd of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financia statements are free of materia misstatement.

An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the
financid statements. An audit aso includes assessing the accounting principles used and sgnificant
esimates made by management, aswell as evauating the overdl financid statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

Asdescribed in Note 1, these financia statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than U.S. generdly accepted
accounting principles.

In our opinion, the financia statements referred to above present fairly, in dl materia respects, the
respective cash basis financid position of the governmentd activities, the business type activities, and
the aggregate remaining fund information of the City of Rock Valley as of June 30, 2005, and the
respective changesin cash basis financia postion for the year then ended in conformity with the basis
of accounting described in note 1.

In accordance with Government Auditing Standards, we have aso issued our report dated October
13, 2005 on our consderation of the City of Rock Valey'sinternd control over financia reporting and
our tests of its compliance with certain provisions of laws, regulations, contract and grant agreements
and other matters. The purpose of that report isto describe the scope of our testing of interna control
over financid reporting and compliance and the results of that testing and not to provide an opinion on
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interna control over financid reporting or compliance. That report is an integra part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Management’s Discussion and Andysis and budgetary comparison information on pages 7 through
11 and 37 through 38 are not required parts of the basic financid statements, but are supplementary
information required by the Governmenta Accounting Standards Board. We applied limited procedures,
which conssted principdly of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. We did not audit the information and express no opinion
onit.

Our audit was performed for the purpose of forming opinions on the financia statements that
collectively comprise the City of Rock Valey' sbasc financid satements. We previoudy audited, in
accordance with the standards referred to in the second paragraph of this report, the financid statements
for the three years ended June 30, 2004 (which are not presented herein) and expressed unqudified
opinions on those financia statements. Other supplementary information included in Schedules 1
through 4 is presented for purposes of additiona andysis and isnot arequired part of the basic financid
statements. Such information has been subjected to the auditing procedures gpplied in our audit of the
badic financid statements and, in our opinion, isfarly stated in dl materia respectsin relaion to the
basic financia statements taken as awhole.

Van Bruggen & Vande Vegte, P.C.

October 13, 2005



MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Rock Valey provides this Management' s Discussion and Andlyss of itsfinancia
datements. This narrative overview and andyds of the financid activitiesisfor the fisca year ended
June 30, 2005. We encourage readers to consider this information in conjunction with the City’s
financid satements, which follow.

2005 FINANCIAL HIGHLIGHTS
Reverues of the City’s governmentd activities increased 55%, or approximately $1,149,000,
from fiscal 2004 to fiscal 2005. Property tax increased gpproximately $83,000 and there were
bond and note proceeds issued of $1,305,000.
Disbursements increased 36%, or gpproximately $882,000, in fiscal 2005 from fiscal 2004.
Public safety and capital projects disbursements increased approximately $240,000 and
$566,000, respectively, while debt service disbursements decreased approximately $11,000.
The City’ stotal cash basis net assets decreased 14%, or approximately $121,000, from June
30, 2004 to June 30, 2005. Of this amount, the assets of the governmenta activities
decreased approximately $60,000 and the assets of the business type activities decreased by
approximately $61,000.

USING THISANNUAL REPORT
The annud report condsts of a series of financia statements and other information as follows:

Management’ s Discussion and Andysisintroduces the basic financid statements and provides an
andyticd overview of the City’sfinancid activities.

The Government-wide Financia Statement consists of a Statement of Activities and Net Assts. This
gatement provides information about the activities of the City as awhole and presents an overdl
view of the City’ s finances.

The Fund Financid Statementstell how governmenta services were financed in the short term as
well aswhat remains for future spending. Fund financid statements report the City’ s operationsin
more detall than the government-wide statement by providing information about the most significant
funds.

Notesto financid statements provide additiond information essentia to afull understanding of the
date provided in the basic financid statements.

Required Supplementary Information further explains and supports the financid statements with a
comparison of the City’ s budget for the year.

Other Supplementary Information provides detailed information about the nonmgjor governmental
funds.



Basis of Accounting

The City maintainsitsfinancid records on the basis of cash receipts and disbursements and the
financia statements of the City are prepared on that bas's. The cash basis of accounting does not give
effect to accounts receivable, accounts payable and accrued items. Accordingly, the financid statements
do not present financid pogition and results of operations of the funds in accordance with U.S. generdly
accepted accounting principles. Therefore, when reviewing the financia information and discusson
within thisannua report, the reader should keep in mind the limitations resulting from the use of the
cash basis of accounting.

REPORTING THE CITY'SFINANCIAL ACTIVITIES
Gover nment-wide Financial Statement

One of the most important questions asked about the City’ sfinancesis, “Isthe City as awhole better
off or worse off asaresult of the year’s activities?” The Statement of Activities and Net Assets reports
information which helps answer this question.

The Statement of Activities and Net Assets presents the City’s net assets. Over time, increases or
decreases in the City’ s net assets may serve as a useful indicator of whether the financia position of the
City isimproving or deteriorating.

The Statement of Activities and Net Assats is divided into two kinds of activities:

Governmenta Activitiesinclude public safety, public works, culture and recreation, community
and economic development, general government, debt service and capita projects. Property tax
and gate and federd grants finance most of these activities.

Business Type Activities include the waterworks and the sanitary sewer system. These activities
are financed primarily by user charges.

Fund Financial Statements

The City has two kinds of funds:

1) Governmenta funds account for mogt of the City’ s basic services. These focus on how money flows
into and out of those funds, and the baances at year-end that are available for spending. The
governmenta fundsinclude: 1) the Generd Fund, 2) the Specia Revenue Funds, such as Road Use Tax
and Urban Renewad Tax Increment, 3) the Debt Service Fund, 4) the Capita Projects Fund and 5) the
Permanent Fund. The governmental fund financid statements provide a detailed, short-term view of the
City’ s genera government operations and the basic services it provides. Governmentd fund information
hel ps determine whether there are more or fewer financia resources that can be spent in the near future
to finance the City’ s programs.

The required financid statements for governmenta funds include a statement of cash receipts,
disbursements and changes in cash balances.

2) Proprietary funds account for the City’ s Enterprise Funds and for the Internal Service Fund.
Enterprise Funds are used to report business type activities. The City maintains three Enterprise Funds to
provide separate information for water, sawer and garbage funds, considered to be mgjor funds of the
City. Internal Service Funds are an accounting device used to accumulate and alocate costs internaly
among the City’ s various functions.



The required financia statements for proprietary fundsinclude a statement of cash receipts,
disbursements and changes in cash baances.

Reconciliations between government-wide statement and the fund financid statements follow the
fund financia statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financid podtion. The City’s cash baance for
governmenta activities decreased from ayear ago, decreasing from $483 thousand to $423 thousand.
The andysis that follows focuses on the changes in cash baances for governmentd activities.

Changesin Cash Basis Net Assats of Governmental Activities
(Expressed in Thousands)

Y ear Ended June 30,

2005 2004
Receipts and transfers:
Program receipts
Charges for service $ 2710 % 85
Operating grants, contributions and restricted interest 281 421
Capita grants, contributions and restricted interest 319 3
Generd recapts:
Property tax 1,338 1,255
Loca option salestax 200 209
Grants and contributions not restricted
to specific purposes 24 53
Unredtricted investment earnings 2 2
Bond proceeds 1,305 -
Other genera receipts 78 20
Transfers, net (570) 50
Total receipts and transfers $ 3247 % 2,098
Disbursements:
Public safety $ 571 % 331
Public works 212 356
Hedlth and socid services
Culture and recrestion 393 345
Community and economic development 609 246
Generd government 160 340
Debt service 320 331
Capitd projects 1,042 476
Tota dishursements $ 3307 $ 2,425
Increase (decrease) in cash basis net assets (60) (327)
Cash basis net assets beginning of year 483 810
Cash basis net assets end of year $ 423 % 483




The City’ stotd receipts for governmenta activities increased 54.8%, or $1,149,000. The total cost
of al programs and services increased by approximately $882,000, or 36.4%, with no new programs
added this year.

The City increased property tax rates for 2005 by an average of 0.06 percent. This dight increase
and more importantly the increase in housing, commercid and industrid development raised the City’s
property tax receipts by approximately $23,000 in 2005. Based on increasesin the total assessed
valuation, property tax receipts are budgeted to increase next yedr.

Changes in Cash Basis Net Assets of Business Type Activities
(Expressed in Thousands)

Y ear Ended June 30,
2005 2004
Recelpts.
Program receipts
Charge for service
Water $ 340 % 343
Sewer 314 304
Garbage 129 123
Capita grants, contributions and restricted interest 125 -
Generd Receipts
Unrestricted interest
Bond proceeds
Other generd receipts
Bond proceeds - 3
Totd receipts $ 908 $ 773
Disbursements and transfers:
Water $ 866 $ 375
Sewer 549 254
Garbage 124 127
Tranders (570) 50
Totd disbursements $ %9 $ 806
Increase (decrease) in cash basis $ 61) $ (33)
Cash badis net assets beginning of year 403 436
Cash basis net assats end of year $ 342 3 403
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Debt Adminigtration

At June 30, 2005, the City had approximatdly $2,777,500 in bonds and other long-term debt,
compared to approximately $1,725,000 last year, as shown below.

Outstanding Debt at Y ear-End
(Expressed in Thousands)

Y ear Ended June 30,
2005 2004
Generd obligation bonds and notes $ 26975 $ 1,625
Specia assessment bonds and notes
Urban renewd tax increment
financing revenue bonds 80 100
Revenue notes
Anticipatory warrants
Total receipts $ 27775 $ 1,725

Debt increased as a result of general obligation bonds and notes being issued in the past year. The
Condtitution of the State of lowa limits the amount of generd obligation debt cities can issue to 5% of
the assessed vaue of dl taxable property within the City’ s corporate limits. The City’ s outstanding
genera obligation debt of $2,777,500 is beow its conditutiona debt limit of $5.7 million.

CONTACTING THE CITY'SFINANCIAL MANAGEMENT

Thisfinancid report is desgned to provide our citizens, taxpayers, customers, and creditors with a
generd overview of the City’ s finances and to show the City’ s accountability for the money it receives.
If you have any questions about this report or need additiona financid information, contact Judy Van't
Hul, City Clerk, 1507 Main Street, Rock Valley, lowa51247.
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City of Rock Valley, lowa
Statement of Activitiesand Net Assets— Cash Basis
Asof and for the year ended June 30, 2005

Program Receipts
Operating Grants, Capita Grants,
Contributions, Contributions
Chargesfor  and Redtricted and Restricted

Disbursements Service Interest Interest
Functions/ Programs.
Governmenta activities:
Public safety $ 570,793 $ 34,898 $ - $ -
Public works 211,566 - 224,660 -
Hedlth and socid services - 7,680 - -
Culture and recregtion 392,464 58,575 - 5,570
Community and economic
development 609,298 156,172 31,473 -
Generd government 160,388 12,592 24,991 -
Debt service 320,293 - - -
Capitd projects 1,041,728 - - 314,076
Totd governmentd activities $3,306,530 $ 269,917 $ 281,124 $ 319,646
Busnesstype activities:
Water $ 865,709 $ 339,221 $ - $ 124,661
Sewer 548,817 313,430 - -
Garbage 124,232 129,240 - -
Tota busnesstype activities $1,538,758 $ 781,891 $ - $ 124661
Totd $4,845,288 $1,051,808 $ 281,124 $ 444,307

General Receipts:
Property tax levied for:
Generd purposes
Tax increment financing
Debt service
Loca option sdestax
Grants and contributions not restricted
to specific purposes
Unredtricted interest on investments
Bond and loan proceeds
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Exhibit A
City of Rock Valley, lowa
Statement of Activitiesand Net Assets— Cash Basis
Asof and for the year ended June 30, 2005

Net (Disbursements) Receipts and
Changes in Cash Basis Net Assets

Governmental Business Type
Activities Activities Tota
$ (535,895) $ - $ (535,895)
13,094 - 13,094
7,680 - 7,680
(328,319) - (328,319)
(421,653) - (421,653)
(122,805) - (122,805)
(320,293) - (320,293)
(727,652) - (727,652)
$ (2,435,843) $ - $ (2,435,843)
$ - $ (401,827) $ (401,827)
- (235,387) (235,387)
- 5,008 5,008
$ - $ (632,206) $ (632,206)
$ (2,435,843) $ (632,206) $ (3,068,049)
$ 485,303 $ - $ 485,303
687,448 - 687,448
165,536 - 165,536
200,667 - 200,667
23,563 - 23,563
1,305,000 - 1,305,000
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City of Rock Valley, lowa
Statement of Activitiesand Net Assets— Cash Basis
Asof and for theyear ended June 30, 2005

Program Receipts
Operating Grants, Capita Grants,
Contributions, Contributions
Chargesfor ~ and Redtricted and Restricted
Disbursements Service I nterest Interest

Miscdlaneous

Sde of assets
Tranders
Tota generd receipts and transfers
Change in cash basis net assets
Cash badsis net assets beginning of year
Cash basis net assets end of year

Cash Basis Net Assets

Redtricted:

Streets

Urban renewa purposes

Debt service

Other purposes
Unrestricted

Total cash basis net assets

See notesto financid statements.
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City of Rock Valley, lowa
Statement of Activities and Net Assets— Cash Basis
Asof and for theyear ended June 30, 2005

Net (Disbursements) Receipts and
Changesin Cash Basis Net Assets

Governmental Business Type

Adtivities Adtivities Tota
74,287 - 74,287
4,075 964 5,039
(570,000) 570,000 -
$ 2,375,879 $ 570,964 $2,946,843
$  (59,964) $ (61,242) $ (121,206)
483,245 403,152 886,397
$ 423,281 $ 341,910 $ 765,191
$ 167,173 $ - $ 167,173
99,572 - 99,572
17,132 - 17,132
139,404 341,910 481,314
$ 423,281 $ 341,910 $ 765,191
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City of Rock Valley, lowa
Statement of Cash Recelpts, Disbur sements
And Changesin Cash Balances
Governmental Funds
Asof and for the year ended June 30, 2005

Special Revenue

Road Urban
Use Renewa
General Tax Tax Increment
Receipts.
Property tax $ 354361 $ - $ 12064
Tax increment financing collections - - -
Other city tax 4,282 - -
Licenses and permits 2,905 - -
Use of money and property 36,155 - -
| ntergovernmental 39,228 224,660 -
Chargesfor service 31,924 - -
Specia assessments - - -
Miscdlaneous 259,498 - -
Total receipts $ 728353 $ 224660 $ 12,064
Disbursements:

Operding:
Public safety $ 324522 $ - $ -
Public works - 211,566 -
Hedlth and socia services - - -
Culture and recregtion 371,950 - -
Community and economic development 118,720 - 25,530
Generd government 131,553 - -
Debt service - - -
Capita projects - - -
Tota disbursements $ 946,745 $ 211566 $ 25,530

&

(218392) $ 13094 $ (13,466)

Excess of receipts over disbursements

Other financing sources (Uses):

Bond and loan proceeds $ - $ - $ -
Sdle of capita assets - - -
Operating trandfersin 181,757 - -
Operating transfers out - - -

Totd other financing sources (uses) $ 181,757 $ - $ -
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Others
Nonmagjor
Debt Governmentd
Sarvice Funds Total

$ 165,535 $ 114,597 $ 646,557
- 687,448 687,448

- 200,667 204,949

- - 2,905

- - 36,155

- 112,908 376,796

- - 31,924

- 59,908 59,908

- 205,426 464,924

$ 165,535 $ 1,380,954 $ 2,511,566
$ - $ 246,271 $ 570,793
- - 211,566

- 20,514 392,464

- 465,048 609,298

- 28,835 160,388

320,293 - 320,293

- 1,041,728 1,041,728

$ 320,293 $ 1,802,396 $ 3,306,530
$ (154,758) $ (421,442) $  (794,964)
$1,305,000 $ - $ 1,305,000
44,799 859,020 1,085,576
(1,100,000) (555,576) (1,655,576)
$ 249,799 $ 303,444 $ 735,000
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City of Rock Valley, lowa
Statement of Cash Recelpts, Disbur sements
And Changesin Cash Balances
Governmental Funds
Asof and for the year ended June 30, 2005

Special Revenue

Road Urban
Use Renewa
General Tax Tax Increment
Net change in cash baances $ (36,635 % 13094 $ (13,466)
Cash ba ances beginning of year 176,039 154,079 (105,216)
Cash baances end of year $ 139,404 $ 167,173 $ (118,682)
Cash Basis Fund Balances
Reserved:
Debt service $ - $ - $ -
Unreserved:
Generd fund 139,404 - -
Specid revenue funds - 167,173 (118,682)
Capita projectsfund - - -
Permanent fund - - -
Totd cash basis fund baances $ 139404 $ 167,173 $ (118,682)

See notesto financid statements.
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Others

Nonmgjor

Debt Governmenta

Savice Funds Total

$ 95041 $ (117,998) $ (59,964)
4,531 $ 253,812 $ 483,245
$ 99,572 $ 135,814 $ 423,281
$ 99572 $ - $ 99,572
- - 139,404
- 471,245 519,736
- (335,431) (335,431)
$ 99572 $ 135814 $ 423,281
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City of Rock Valley, lowa
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Exhibit C
City of Rock Valley, lowa
Reconciliation of the Statement of Cash
Receipts, Disbursements and Changesin Cash Balances
to the Statement of Activitiesand Net Assets—
Governmental Funds
Asof and for the year ended June 30, 2005

Totad governmental funds cash baances (page 21) $ 423,281
Cash basis net assets of governmental activities (page 17) $ 423,281
Net change in cash balances (page 21) $ (59,964)
Change in cash baances of governmentd activities (page 17) $ (59,964)

See notesto financid statements.
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Operating Receipts:
Use of money and property
Chargesfor service
Miscdlaneous
Totd operating receipts
Operating disbursements.
Governmentd activities:
Public safety
Public works
Culture and recrestion
Generd government
Businesstype activities
Tota operating disbursements

City of Rock Valley, lowa
Statement of Cash Receipts, Disbursements and Changesin Cash Balances

Proprietary Funds
Asof and for theyear ended June 30, 2005

Enterprise Funds

Exhibit D

Excess (deficiency) of operating receipts over

(under) operating disbursements
Nontoperating recei pts (disbursements):
Intergovernmenta
Interest on investments
Miscdlaneous
Genera obligation bond proceeds
Debt service
Tota non-operating receipts
(disbursements)
Excess (deficiency) of receipts over
(under) disbursements

Operding trandersin
Operating transfers out

Totd other financing sources (uses)
Net change in cash baances

Cash balances beginning of year
Cash balances end of year
Cash Basis Fund Balances
Resarved for debt service
Unreserved
Tota cash bass fund baances

See notesto financid statements.

Water Sewer Garbage Totd
$ 1,130 $ - $ - $ 1,130
317,456 309,728 129,240 756,424
21,599 3,702 - 25,301
$ 340,185 $ 313,430 $ 129,240 $ 782,855
$ - $ - $ - $ -
865,709 548,817 124,232 1,538,758
$ 865,709 $ 548,817 $ 124,232 $ 1,538,758
$ (525,524) $ (235,387) $ 5,008 $  (755,903)
$ 124,661 $ - $ - $ 124,661
$ 124,661 $ - $ - $ 124,661
$ (400,863) $ (235,387) $ 5,008 $ (631,242
$ 350,000 $ 250,000 $ - $ 600,000
(10,000) (10,000) (10,000) (30,000)
$ 340,000 $ 240,000 $ (10,000) $ 570,000
$ (60,863) $ 4613 $ (4,992 $ (61,242
170,367 219,108 13,677 403,152
$ 109,504 $ 223,721 $ 8,685 $ 341,910
$ - $ - $ - $ -
109,504 223,721 8,685 341,910
$ 109,504 $ 223,721 $ 8,685 $ 341,910
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City of Rock Valley, lowa
Reconciliation of the Statement of Cash
Receipts, Disbursements and Changesin Cash Balances
to the Statement of Activitiesand Net Assets—
Proprietary Funds
Asof and for the year ended June 30, 2005

Total enterprise funds cash balances (page 24)

Cash basis net assets of business type activities (page 17)

Net change in cash balances (page 24)

Change in cash balances of businesstype activities (page 17)

See notesto financid statements.
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City of Rock Valley, lowa
Notesto Financial Statements
June 30, 2005

(1)) Summary of Significant Accounting Policies

The City of Rock Vdley isapaliticd subdivison of the State of lowa located in Sioux County. It
was fird incorporated in 1879 and operates under the Home Rule provisions of the Constitution of
lowa. The City operates under the Mayor-Council form of government with the Mayor and Council
Members elected on anon-partisan basis. The City provides numerous services to citizens
induding public safety, public works, hedth and socid services, culture and recreetion, community
and economic development, and general government services. The City aso provides water, sewer
utilities and garbage collection for its citizens.

A. Reporting Entity

For financid reporting purposes, the City of Rock Valey hasincluded dl funds, organizations,
agencies, boards, commissions and authorities. The City has dso considered dl potentia
component units for which it is financidly accountable, and other organizations for which the
nature and sgnificance of ther rdationship with the City are such that excluson would cause the
City’ sfinancid statements to be mideading or incomplete. The Governmenta Accounting
Standards Board has st forth criteriato be consdered in determining financia accountability.
These criteriainclude gppointing a voting mgority of an organization’s governing body, and (1)
the ability of the City to imposeitswill on that organization or (2) the potentid for the
organization to provide specific benefits to or impose specific financia burdens on the City. The
City has no component units which meet the Governmental Accounting Standards Board criteria

Jointly Governed Organizations

The City participatesin severd jointly governed organizations that provide goods or servicesto
the citizenry of the City but do not meet the criteria of ajoint venture since there is no ongoing
financid interest or responghility by the participating governments. City officids are members
of the following boards and commissons. Rock Valey Economic Development Corporation,
Northwest lowa Landfill, Sioux County Revolving Loan Fund and Summer Recrestion.

B. Bassof Presentation

Government-wide Financid Statements— The Statement of Activities and Net Assets reports
information on dl of the nonfiduciary activities for the City. For the most part, the effect of
interfund activity has been removed from this statement. Governmenta activities, which are
supported by tax and intergovernmenta revenues, are reported separately from businesstype
activities, which rely to asignificant extent on fees and charges for services.
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City of Rock Valley, lowa
Notesto Financial Statements
June 30, 2005

B. Bassof Presentation (continued)

The Statement of Activities and Net Asseats presents the City’ s nonfiduciary net assets. Net assets
are reported in two categories.

Restricted net assets result when congtraints placed on net asset use are either externaly
imposed or imposed by law through condtitutiona provisions or engbling legidation.

Unrestricted net assets consst of net assets that do not meet the definition of the preceding
category. Unrestricted net assets often have congtraints on resources imposed by management,
which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct
disbursements of a given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 1) charges to customers or
gpplicants who purchase, use or directly benefit from goods, services or privileges provided by a
given function and 2) grants, contributions and interest on investments restricted to meeting the
operationa or capitd requirements of a particular function. Property tax and other items not
properly included among program receipts are reported instead as genera receipts.

Fund Financid Statements — Separate financiad statements are provided for governmenta funds
and proprietary funds. Mgor individual governmenta funds and mgjor individua enterprise
funds are reported as separate columnsin the fund financid statements. All remaining
governmentd funds are aggregated and reported as nonmgor governmenta funds.

The City reports the following mgor governmenta funds:
The Generd Fund is the genera operating fund of the City. All generd tax receipts and other
recei pts not alocated by law or contractua agreement to some other fund are accounted for in
this fund. From the fund are paid the generd operating disbursements, the fixed charges and
the capital improvement cogts that are not paid from other funds.
Specid Revenue:
The Road Use Tax Fund is used to account for road construction and maintenance.

The Urban Renewa Tax Increment Fund is used to account for urban renewa projects
financed by tax increment financing.

The Debt Service Fund is utilized to account for the payment of interest and principa on the
City’ sgenerd long-term debt.
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B. Bassof Presentation (continued)

The City reports the following mgor proprietary funds.
The Water Fund accounts for the operation and maintenance of the City’ s water system.

The Sewer Fund accounts for the operation and maintenance of the City’ s waste water
treatment and sanitary sewer system.

The Garbage Fund accounts for the operation and maintenance of the City’s garbage
collection system.

C. Measurement Focus and Basis of Accounting

The City of Rock Valey maintainsitsfinancid records on the basis of cash receipts and
disbursements and the financia statements of the City are prepared on that basis. The cash basis
of accounting does not give effect to accounts receivable, accounts payable and accrued items.
Accordingly, the financid statements do not present financid position and results of operations
of the funds in accordance with U.S. generdly accepted accounting principles.

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipts and disbursements generally result from providing services and producing and
ddivering goods in connection with a proprietary fund' s principa ongoing operations. All
receipts and disbursements not meeting this definition are reported as non-operating receipts and
disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the year ended June 30, 2005, disbursements exceeded the amounts
budgeted in the public safety, culture and recreation and capita projects.

(2) Cash and Pooled Investments

The City’ s deposits in banks at June 30, 2005 were entirely covered by federal depository
insurance, or by the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This
chapter provides for additiona assessments againgt the depositories to insure there will be no loss

of public funds.
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Cash and Pooled Investments (continued)

The City isauthorized by gatute to invest public funds in obligations of the United States
government, its agencies and ingrumentdities; certificates of depost or other evidences of deposit
at federdly insured depository ingtitutions approved by the City Council; prime digible bankers
acceptances; certain high rated commercid paper; perfected repurchase agreements; certain
registered open-end management investment companies; certain joint investment trusts, and
warrants or improvement certificates of adrainage district.

The City’ sinvesments are categorized to give an indication of the leve of risk assumed by the City
a year end. The City’sinvestments are dl Category 1, which means the investments are insured

or registered or the securities are held by the City or its agent in the City’ s name.

Bonds and Notes Payable

Annua debt service requirements to maturity for genera obligation bonds, urban renewd tax
increment financing revenue bonds and revenue notes are as follows:.

Urban Renewal
Tax Increment
Year Generd Obligation Financing (TIF)
Ending Notes Revenue Bonds Tota
June 30, Principa |nterest Principd Interest Principd Interest
2006 $ 320000 $ 91,835 $ 20000 $ 4440 $ 340,000 $ 96,275
2007 325,000 81,770 20,000 3,330 345,000 85,100
2008 310,000 71,468 20,000 2,200 330,000 73,668
2009 275,000 61,336 20,000 1,110 295,000 62,446
2010 -2014 1,320,000 159,383 0 0 1,320,000 159,383
2015-2019 147,500 5,460 0 0 147,500 5,460

Total $ 2697500 $ 471,252 $ 80,000 $ 11,080 $ 2,777,500 $ 482,332

The urban renewa tax increment financing revenue bonds were issued for the purpose of defraying
aportion of the costs of carrying out an urban renewal project of the City. The bonds are payable

solely from the income and proceeds of the Urban Renewa Tax Increment Fund and the taxesto be

paid into the fund in accordance with Chapter 403.19 of the Code of lowa. The proceeds of the
urban renewd tax increment revenue bonds shdl be expended only for purposes which are
consistent with the plans of the City’s urban renewa area. The bonds are not a generd obligation
of the City. However, the debt is subject to the condtitutional debt limitation of the City.
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City of Rock Valley, lowa
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Pension and Retirement Benefits

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-

sharing multiple-employer defined benefit penson plan adminigtered by the State of lowa. IPERS
provides retirement and death benefits which are established by state statute to plan members and
beneficiaries. IPERS issues a publicly available financial report that includes financial statements
and required supplementary information. The report may be obtained by writing to IPERS, P.O.
Box 9117, Des Moines, lowa, 50306-9117.

Plan members are required to contribute 3.70% of their annua sdary and the City isrequired to
contribute 5.75% of annua covered payroll, except for police employees, in which case the
percentages are 6.16% and 9.23%, respectively. For the year ended June 30, 2004, the contribution
rates for police employees and the City were 5.93% and 8.907%, respectively, and for the year

ended June 30, 2003, the contribution rates for police employees and the City were 6.04% and
9.07%, respectively. Contribution requirements are established by state statute. The City’s
contribution to IPERS for the years ended June 30, 2005, 2004 and 2003 were $34,233, $33,038
and $29,649, respectively, equa to the required contributions for each year.

Compensated Absences

City employees accumulate a limited amount of earned but unused vacation and sick leave hours
for subsequent use or for payment upon termination, retirement or desth. These accumulations are

not recognized as disbursements by the City until used or paid. The City’s gpproximate ligbility for
earned vacation and sck |eave termination payments payable to employees at June 30, 2005,
primarily relating to the Generd Fund, isasfollows:

Type of Benefit Amount
V acation $ 38,192
Sick Leave 73,988

Totd $ 112,180

Thisliability has been computed based on rates of pay as of June 30, 2005.
Landfill Contract

The City of Rock Vdley has contracted for solid waste disposa for al households or residences
within the City. For the year ended June 30, 2005, $120,959 was paid pursuant to the agreement.
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(6) Landfill Contract (continued)

The contract began January 1, 2004, and will terminate December 31, 2005. The agreement calls
for the city to remit to the solid waste removal contractor the fees collected less thirty-five cents
(.35) per monthly charge, which the City retains as a collection and handling fee. The contract
alows for the solid waste remova contractor the opportunity to request an increase in rates semi-
annually during the months of June and December. The City has the sole power to amend the

monthly retes.

(7) Interfund Tranders

The detall of interfund transfers for the year ended June 30, 2005 is as follows:

Transfer to Trandfer from Amount
Generd Specia Revenue:
TIF Fund 114,708
Loca Option Sales Tax 37,048
Enterprise:
Water 10,000
Sewer 10,000
Garbage 10,000
Capital Projects:
Ea%Ie Avenue Project 10,303
11™ Street Project 100,000
19" Avenue Project 20,000
Special Revenue: Capita Projects:
Local Housing Assistance Program Southern Hills Phase 11 32,074
Prairie Meadows Project 18,834
8" Avenue Project 49,400
Debt Service Fund Capita Projects:
Riverview Addition 25,650
Back Nine Addition 10,332
Specid Revenue:
TIF Fund 8,817
Capital Projects: Specia Revenue:
Eagle Avenue Project Local Option Sales Tax 10,000
11" Street Project 95,300
19" Street Project 23,109
Enterprise: Debt Service Fund
Water 350,000
Sewer 250,000
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Interfund Transfer s (continued)

Transfer to Trander from Amount
Capital Projects:
Eagle Avenue Project 346,836
Westview Drive Project 153,164
Totd $ 1,685,575

Trandfers generaly move resources from the fund statutorily required to collect the resourcesto the
fund statutorily required to disburse the resources.

Related Party Transactions

The City had business transactions between the City and City officids totaing $131,496 during the
year ended June 30, 2005.

L ease Agreements

The City of Rock Vdley (leasee) on November 12,1999 entered into a nonmaintenance lease
agreement with Peoples Bank, Rock Valley, lowa (lessor) for the use of 22000 Sterling Truck with
Amtech Rescue Body. The lessor grants to the City of Rock Valey the option to renew the lease
agreement on an annud basis for aperiod of ten (10) years a an annua amount of $13,336. The
renewal option places no obligation or duty upon the City to renew the |ease agreement.

The City of Rock Vdley (leasee) on June 29, 2005 entered into a nonmaintenance |ease agreement
with Peoples Bank, Rock Valley, lowa (lessor) for the use of a 2005 Lifdine Ford Ambulance. The
lessor grants to the City of Rock Valley the option to renew the lease agreement on an annua basis
for aperiod of ten (10) years at an annua amount of $3,589. The renewa option places no
obligation or duty upon the City to renew the lease agreement.

The aggregate rental expense for the year ended June 30, 2005, is $21,925.

(10) Risk M anagement

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of
assats; errors and omissions; injuries to employees, and natura disasters. These risks are covered by
the purchase of commercid insurance. The City assumes liahility for any deductibles and damsin
excess of coverage limitations. Settled claims from these risks have not exceeded commercia
insurance coverage in any of the past three fiscd years. The City is exposed to an employee group
medica insurance risk of the difference between a deductible of $1,000 per insured and the fringe
benefit of $100 per employee with an estimated totd risk of $18,630.
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(11) Deficit Fund Balance

The Specid Revenue Fund - Urban Renewa Tax Increment, Loca Housing Assistance Program

and Revolving Loan Fund; Capital Project Fund - Eagle Avenue Project, 300" Street Project,
Westview Drive Project, 12" Street Phase | and Southern Hills Phase |11 had deficit balances of
$118,682, $10,266, $2,499, $208,292, $16,338, $82,314, $48,018 and $12,729 respectively, a June
30, 2005. The deficit balance was a result of transfers and project costsincurred prior to availability

of funds. The deficit will be diminated upon receipt of transfers, street assessments and State grants.

(12) Subsequent Events
In Augugt, 2005, the City issued $800,000 of genera obligation capitd loan notes.
(13) Community Economic Betterment Loans (CEBA)

The City of Rock Valley (loan recipient) on October 21, 1999, entered into a Community Economic
Betterment Forgivable Loan for $37,500 and a three (3) percent loan for $37,500 with the
Department of Economic Development of the State of 1owa maturing April 1, 2005. The City of

Rock Valley (Lender) then entered into a forgivable loan agreement and a three (3) percent loan
agreement with Valley Machining Co. (Borrower) with the CEBA loan amounts of $37,500 each,
maturing April 1, 2005.

The City of Rock Valley (loan recipient) on April 20, 2000, entered into a Community Economic
Betterment two (2) percent loan for $75,000 with the Department of Economic Development of
the State of 1owa maturing November 1, 2006. The City of Rock Valley (Lender) then entered into
atwo (2) percent loan agreement with Kooima Company (Borrower) with the CEBA loan amount
of $75,000, maturing November 1, 2006.

The City of Rock Vdley (loan recipient) on October 9, 2000, entered into State of Iowa Economic
Development Set Aside Program Loan for $50,000, of which $25,000 is atwo (2) year forgivable
loan maturing May 30, 2002, and $25,000 is afive (5) year Interest Free Loan maturing May 31,

2006. The City of Rock Vdley then entered into aforgivable loan and an interest free [oan with

Qudity Machine Products, Inc. with EDSA Program loan amounts of $25,000 each, maturing May

30, 2002, and May 31, 2006, respectively.

The City of Rock Valley (loan recipient) on March 21,2002, entered into a Community Economic
Betterment Forgivable Loan for $212,500 and an Interest Free Loan for $212,500 with the
Department of Economic Development of the State of 1owa maturing March 21, 2007. The City of
Rock Vadley (Lender) then entered into aforgivable loan agreement and an interest free loan
agreement with Total Component Solutions Corporation (Borrower) with the CEBA loan amounts
of $212,500 each, maturing March 21, 2007.

-33-



City of Rock Valley, lowa
Notesto Financial Statements
June 30, 2005

(13) Community Economic Betterment L oan (CEBA) (continued)

The City of Rock Valey (loan recipient) on May 16, 2002, entered into a Community Economic
Betterment Interest Free Loan for $37,500 with the Department of Economic Development of the
State of lowa maturing May 16, 2007. The City of Rock Valey (Lender) then entered into an
interest free loan agreement with Poly-Tin, Inc. (Borrower) with the CEBA loan amounts of
$37,500, maturing May 16, 2007.

The City of Rock Valey (loan recipient) on May 16, 2002, entered into a Community Economic
Betterment Forgivable Loan of $7,500 and an Interest Free L oan for $30,000 with the Department
of Economic Development of the State of lowamaturing May 16, 2007. The City of Rock Vdley
(Lender) then entered into a forgivable loan agreement and an interest free loan agreement with
Valey Industrid Powder Coating, Inc. (Borrower) with the CEBA |oan amounts of $7,500 and
$30,000, respectively, maturing May 16, 2007.

(14) Congruction Commitments

The City of Rock Vdley on August 19, 2002, entered into a contract for street and utility
improvements (Southern Hills-Phase 2) in the amount of $202,786. As of June 30, 2005,
construction was continuing and total payments were made in the amount of $141,771.

The City of Rock Valley on April 20, 2004, entered into a contract for Wastewater Trestment Plant
River Diffuser in the amount of $258,800. As of June 30, 2004, congtruction was continuing and
total payments had been made in the amount of $244,300.

The City of Rock Vdley on April 28, 2004, entered into a contract for Water Distribution Systems
Improvements and Well Finish Work for $490,007 with subsequent change orders increasing the
contract amount to $493,059. As of June 30, 2005, construction was continuing and total payments
had been made in the amount of $442,282.

The City of Rock Valey on June 7, 2004, entered into a contract for Sreet improvements (Eagle
Avenue Project) in the amount of $550,546. As of June 30, 2005, construction was continuing and
total payments were made in the amount of $482,221.

The City of Rock Valey on May 31, 2005, entered into a contract for concrete paving
improvements (300" Street Project) in the amount of $446,068. As of June 30, 2005, construction
was continuing and no payments had been made.

The City of Rock Valey on September 23, 2004, entered into a contract for street improvements
(Westview Drive Project) in the amount of $210,077. As of June 30, 2005 congtruction was
continuing and tota payments were made in the amount of $203,644.
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(14) Construction Commitments (continued)

The City of Rock Valley on March 7, 2005, entered into a contract for street improvements (12"
Street Phase | Project) in the amount of $285,694, with subsequent change orders increasing the

contract amount to $290,134. As of June 30, 2005, construction was continuing and no payments
have been made.

(15)Grants
The City of Rock Vdley on May 20, 2004, received natification of acceptance of aRISE award in
the amount of $403,199 or up to 80 percent of the total cost of Eagle Avenue and Westview Drive.
As of June 30, 2005, grant funds were received in the amount of $112,908.
The City of Rock Valey on May 28, 2003, received notification of acceptance of a Community

Devedopment Block Grant (CDBG) in the amount of $210,000 for development of a city water
system. As of June 30, 2005, grant funds were received in the amount of $124,661.
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City of Rock Valley, lowa
Budgetary Comparison Schedule
of Receipts, Disbursements, and Changesin Balances—
Budget and Actual (Cash Basis) — All Governmental Fundsand Proprietary Funds

Required Supplementary Information

Y ear Ended June 30, 2005

Receipts.

Property tax
Tax increment financing collections
Other city tax
Licenses and permits
Use of money and property
Intergovernmental
Chargesfor service
Specid assessments
Miscellaneous

Total receipts

Disbursements:
Public safety
Public works
Hedth and socid services
Culture and recrestion
Community and economic devel opment
Generd government
Debt service
Capitd projects
Business type activities

Tota disbursements

Excess of receipts over disbursements
Other financing sources, net

Excess of receipts and other financing sources
over disbursements and other financing uses

Baance - beginning of year
Bdance - end of year

See accompanying independent auditor’ s report.
-37-

Governmenta Proprietary

Funds Funds

Actud Actud Total
$ 646557 $ - $ 646,557
687,448 - 687,448
204,949 - 204,949
2,905 - 2,905
36,155 1,130 37,285
376,796 124,661 501,457
31,924 756,424 788,348
59,908 - 59,908
464,924 25,301 490,225
$2511566 $ 907516 $3,419,082
$ 570,793 $ - $ 570,793
211,566 - 211,566
392,464 - 392,464
609,298 - 609,298
160,388 - 160,388
320,293 - 320,293
1,041,728 - 1,041,728
- 1,538,758 1,538,758
$3,306,530 $ 1,538,758  $4,845,288
$ (794,964) $ (631,242) $(1,426,206)
735,000 570,000 1,305,000
$ (59,964) $ (61,242) $ (121,206)
483,245 403,152 886,397
$ 423281 $ 341910 $ 765,191




Find to

Budgeted Amounts Tota
Origind Fina Variance
$ 562,796 $ 562,796 $ 83,761
754,000 745,000 (57,552)
241,595 241,595 (36,646)
3,610 3,610 (705)
36,000 36,000 1,285
462,191 1,058,169 (556,712)
974,850 1,010,693 (222,345)
75,000 228,851 (168,943)
51,200 88,398 401,827
$3,161,242 $ 3,975,112 $  (556,030)
$ 323,981 $ 563,926 $ (6,867)
365,821 357,321 145,755
10,000 10,000 10,000
296,267 367,974 (24,490)
330,000 713,828 104,530
113,405 194,877 34,489
289,147 326,204 5,911
520,000 712,500 (329,228)
1,427,403 1,629,720 90,962
$3,676,024 $ 4,876,350 $ 31,062
$ (514,782) $ (901,238) $ (524,968)
1,060,000 1,104,741 200,259
$ 545,218 $ 203,503 $ (324,709)
886,397 886,397 -
$1,431,615 $ 1,089,900 $ (324,709
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The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmenta Accounting Standards Board Statement No. 41 for governments with significant
budgetary perspective differences resulting from not being able to present budgetary comparisons for
the Generd Fund and each mgor Specid Revenue Fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis
following required public notice and hearing for al funds except Interna Service Funds and
Fdudary Funds. The annud budget may be amended during the yeer utilizing Smilar statutorily
prescribed procedures.

Forma and lega budgetary control is based upon ten mgjor classes of disbursements known as
functions, not by fund or fund type. These ten functions are: public safety, public works, hedth and
socia services, culture and recrestion, community and economic development, genera government,
debt service, capitd projects, business type activities and nonprogram. Function disbursements
required to be budgeted include disbursements for the General Fund, Special Revenue Funds, Debt
Service Fund, Capital Projects Funds and Proprietary Funds. Although the budget document presents
function disbursements by fund, the legdl level of control is at the aggregeated function level, not by
fund. During the year, budget amendments increased budgeted disbursements by $1,200,326. The
budget amendments are reflected in the final budgeted amounts.

During the year ended June 30, 2005, disbursements exceeded the amounts budgeted in the public
safety, culture and recreation and capita projects functions.
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City of Rock Valley, lowa

Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds

Asof theyear ended June 30, 2005

Receipts:
Property tax
Tax increment financing collection
Other city tax
Use of money and property
Intergovernmenta
Specia assessments
Miscellaneous
Totd recepts

Disbursements:

Operdting:
Public safety
Public works
Hedth and socid services
Culture and recrestion
Community and economic development
Generd government

Debt service

Capital projects

Totd disbursements

Excess (deficiency) of receipts over
(under) disbursements

Other financing uses:
Operding transfersin (out)

Net change in cash bdances
Cash ba ances beginning of year

Cash balances end of year

Specid
Loca Locd
Option Housing
TIF Employee Sales Assistance
Fund Benefits Tax Program
$ - $ 114,597 - $ -
687,448 - - -
- - 200,667 -
- - - 19,999
$ 687448 $ 114597 $ 200667 $ 19,999
$ - $ 55372 % - $ -
- 20,514 - -
212,263 - 10,402 163,583
- 28,835 - -
$ 212263 $ 104721 $ 10402 $ 163,583
$ 475185 % 9876 $ 190,265 $(143,584)
(253,828) - (165,458) 100,308
$ 221357 % 9876 $ 24,807 $ (43,276)
230,763 16,092 172,014 33,010
$ 452120 $ 25968 $ 196,821 $ (10,266)
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Statement of Cash Receipts, Disbursements

City of Rock Valley, lowa

and Changesin Cash Balances
Nonmajor Governmental Funds

Asof and for the year ended June 30, 2005

Schedule 1

Revenue Capita Projects
RLF Revolving Back 19t Prairie Westview
Firefighting Loan Nine Rock Mills  Riveview  Avenue Meadows Drive
Equipment Fund Addition Improvements Addition  Project Development Project
$ - $ - $ - $ - $ - $ - $ - $ -
- - - - - 19,389 - -
- 44,167 22,750 48,000 18,010 $ - $28500 $ -
- $44167 $22750 $ 48,000 $ 18,010 $ 19389 $ 28500 $ -
$190,899 $ - $ - $ - $ - $ - $ - $ -
- 78,800 - - - - - -
- - 2,868 - - $62498 3$ 3250 $ 235478
$190899 $ 78800 $ 2868 3 - $ - $62498 $ 3250 $ 235478
$(190,899) $(34,633) $ 19882 $ 48,000 $ 18,010 $(43109) $ 25250 $ (235479
- - (10,332) (49,400) (25,650) _ 43,109 (18,834) 153,164
$(190,899) $(34,633) $ 9550 $ (1,4000 $ (7,640) $ - $ 6416 $ (82314)
- 32,134 1,200 1,400 7,650 - 3,084 -
$(190,899) $ (2499) $ 10,750 $ - $ 10 $ - $ 9500 $ (82314
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City of Rock Valley, lowa

Statement of Cash Receipts, Disbur sements
and Changesin Cash Balances
Nonmajor Governmental Funds

Asof and for the year ended June 30, 2005

Receipts.
Property tax
Tax increment financing collection
Other city tax
Use of money and property
Intergovernmental
Specid assessments
Miscdllaneous
Totd receipts

Disbursements:
Operating:
Public safety
Public works
Hedlth and socid services
Culture and recrestion
Community and economic development
Genera government
Debt service
Capital projects
Totd disbursements

Excess (deficiency) of receipts over
(under) disbursements

Other financing uses.
Operding transfersin (out)

Net change in cash balances
Cash ba ances beginning of year

Cash balances end of year

Schedule 1

Capita Projects
12" Street 300" Southen  Southern
Phase | Street Hills Hills
Projects Project Phase 11 Phase |
$ - $ - - $ -
- - 24,000 -
$ - $ - 24000 $ -
$ - $ - - % -
48,018 16,338 2,231 12,729
$ 48,018 $ 16,338 2231 $ 12,729
$ (48,018) $ (16,338) 21,769 $ (12,729)
- - (32,074) -
$ (48,018) $ (16,338) (10,305) $ (12,729)
- - 22.305 -
$ (48,018) $ (16,3398) 12,000 $ (12,729)
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City of Rock Valley, lowa
Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds
Asof and for the year ended June 30, 2005

Capitd Projects
Eagle
11th Avenue

Street Project Tota
$ - $ - $ 114597
- - 687,448
- - 200,667
- 112,908 112,908
35,519 5,000 59,908
- - 205,426
$ 35519 $ 117908 $ 1,380,954
$ - $ - $ 246,271
- - 20,514
- - 465,048
- - 28,835
6,467 651,851 1,041,728
$ 6467 $651,81 $ 1,802,396
$ 29,052 $(533,943) $ (421,442)
195,300 367,139 303,444
$224,352 $(166,804) $ (117,998)
(224,352) (41,488) 253,812
$ 0 $(208,292) $ 135,814

Schedule 1



City of Rock Valley, lowa
Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds
Asof and for the year ended June 30, 2005

Special
Locd Locd

Option Housing
TIF Employee Sales Assgtance

Fund Benefits Tax Program

Cash Basis Fund Balances
Unresarved:

Specia revenue funds $ 452120 $ 25968 $ 196,821 $ (10,266)
Capita project fund - - - -
Permanent fund - - - -
Total cash basis fund bdances $ 452,120 $ 25,968 $ 196,821 $ (10,266)

See accompanying independent auditor’ s report.
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Schedule 1
City of Rock Valley, lowa
Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds
Asof and for the year ended June 30, 2005

Revenue Capita Projects
RLF Revolving Back 19t Prairie Westview
Firefighting Loan Nine Rock Mills  Riverview  Avenue Meadows Drive

Equipment Fund Addition Improvements Addition Project Devel opment Project

$(190,899) $ (2499) $ - % -3 - $ - % $

- 10,750 - 10 - 9,500

(82,314-1)

$(190,809) $ (2,499) $ 10,750 $ - $ 10 % - $ 9500 $ (82314)
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City of Rock Valley, lowa

Schedule 1

Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds

Asof and for the year ended June 30, 2005

Capital Projects

12" Street 300" Southern Southern

Phase | Street Hills Hills

Project Project Phase 1 Phase |

Cash Basis Fund Balances
Unreserved:

Specia revenue funds $ - % - $ - $ -
Capitd project fund (48,018) (16,338) 12,000 (12,729)
Permanent fund - - - -
Totd cash basis fund baances $ (48018) $ (16,338) $ 12,000 $ (12,729

See accompanying independent auditor’ s report.
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Statement of Cash Receipts, Disbursements
and Changesin Cash Balances
Nonmajor Governmental Funds
Asof and for the year ended June 30, 2005

Capital Projects
Eagle
11 Avenue
Strest Project Tota
$ - % - $ 471,245

(208292)  (335,431)

$ - $(208,292) $ 135814
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City of Rock Valley, lowa
Statement of | ndebtedness
Y ear Ended June 30, 2005

Obligation

Genera Obligation Notes:
G.O. Fire Fighting Equipment Notes
G.O. Capital Loan Notes — Series 2005
G.O. Capital Loan Notes — Series 2002
G.O. Capital Loan Notes — E. 16™/W. 17" Street Project
G.O. Capital Loan Notes— 10" Avenue 1995 Street Project
G.O. Capital Loan Notes— W. 15" Street Project
1997 Street Project
G.O. Capita Loan Notes— E. 15" Street Project
1998 Street Project

Urban Renewd Tax Increment Financing Revenue Bonds
Urban Renewal Tax Increment (TIF)

Total

See accompanying independent auditor’ s report.
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Date of
| ssue

Oct. 11, 1004
Oct. 1, 2004
July 1, 2002

April 1, 2001
Mar. 1, 1996

April 1, 1997

Jan. 1, 1998

July 30, 1999

Interest
Rates

0.00%
2.00-3.90%
2.00-4.25%

4.70%
4.10-5.00%

4.75-5.50%

4.50-5.00%

5.55%



Amount
Originally
| ssued

$ 150,000
1,155,000
1,415,000

175,000
180,000

200,000

250,000

$ 200,000

Schedule 2

Balance I ssued Redeemed Balance Interest Interest
Beginning During During End Paid Due and
Of Year Y ear Y ear Of Year Unpaid

$ 0O $ 150000 $ 7500 $ 142500 $ 0 $ 0
0 1,155,000 0 1,155,000 23,645 0

1,250,000 0 145,000 1,105,000 45,660 0
135,000 0 15,000 120,000 6,345 0
60,000 0 20,000 40,000 2,920 0
80,000 0 20,000 60,000 4,310 0
100,000 0 25,000 75,000 4,912 0

$ 1,625000 $1,305000 $ 232500 $ 2,697,500 $ 87,792 $ 0
$ 100,000 $ 0 $ 20000 $ 80,000 $ 5530 $ 0
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City of Rock Valley, lowa
Bond and Note M aturities
June 30, 2005

General Obligation Notes

Series 2005 Series 2002 Hre FHghting Equipment

Year Issued Oct. 1, 2005 Issued July 1, 2002 Issued Oct. 11, 2004
Ending Interest Interest Interest

June 30 Rates Amount Rates Amount Rates Amount
2006 2.00% $ 75,000 3.00% $ 145,000 0.00% $ 15,000
2007 2.10 105,000 3.20 120,000 0.00 15,000
2008 2.35 105,000 3.50 125,000 0.00 15,000
2009 2.65 110,000 3.75 130,000 0.00 15,000
2010 3.00 115,000 4.00 135,000 0.00 15,000
2011 3.25 120,000 4.10 145,000 0.00 15,000
2012 3.40 125,000 4.20 150,000 0.00 15,000
2013 3.55 125,000 4.25 155,000 0.00 15,000
2014 3.70 135,000 0 0.00 15,000
2015 3.90 140,000 0 0.00 7,500
Total $1,155,000 $ 1,105,000 $ 142,500

Revenue Bonds

Urban Renewal TaxIncrement (TIF)
Y ear Issued July 30, 1999
Ending  Interest

June 30 Rate Amount Totd

2006 5.5% $ 20,000 $ 20,000
2007 55 20,000 20,000
2008 55 20,000 20,000
2009 55 20,000 20,000

$ 80,000 $ 80,000

See accompanying independent auditor's report.
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Schedule 3
City of Rock Valley, lowa
Bond and Note M aturities
June 30, 2005

General Obligation Notes

Capitd Loan Notes Capitd Loan Notes
10th Avenue E. 16th Street

Y ear Issued March 1, 1996 Issued April 1, 2001
Ending Interest Interest
June30 Rae Amount Rate Amount
2006 4.90% $ 20,000 4.70% $ 20,000
2007 5.00 20,000 4.70 20,000
2008 - 4.70 20,000
2009 - 4.70 20,000
2010 - 4,70 20,000
2011 - 4.70 20,000
2012 - -
2013 - -
2014 - -
2015 - -
2016 - -
Tota $ 40,000 $ 120,000
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Schedule 3
City of Rock Valley, lowa
Bonds and Note Maturities
June 30, 2005

General Obligation Notes

Capita Loan Notes Capital Loan Notes
W. 15th Street E. 15th Street

Y ear Issued April 1, 1997 Issued Jan 1, 1998
Ending Interest Interest
June30 Rates Amount Rates Amount Totd
2006 5.35% $ 20,000 4.90% $ 25,000 $ 320,000
2007 5.40 20,000 4.95 25,000 325,000
2008 5.50 20,000 5.00 25,000 310,000
2009 275,000
2010 285,000
2011 300,000
2012 290,000
2013 295,000
2014 150,000
2015 147,500
Total $ 60,000 $ 75,000 $ 2,697,500

See accompanying independent auditor’ s report.
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Schedule 4
City of Rock Valley, lowa
Schedule of Receipts By Sour ce and Disbur sements By Function
All Government Funds
For TheLast Four Years

2005 2004 2003 2002
Receipts.

Property tax $ 646,557 $ 593,935 $ 581,900 $ 560,188
Tax increment financing

collections 687,448 617,364 555,881 464,390
Other city tax 204,949 252,438 232,056 236,247
Licenses and permits 2,905 3,445 3,570 3,265
Use of money and property 36,155 29,892 42,752 61,467
Intergovernmentdl 376,796 273,351 810,008 415,996
Chargesfor service 31,924 24,625 26,546 24,632
Specid assessments 59,908 9,040 18,565 96,401
Miscellaneous 464,924 244,153 206,883 141,810

Totd $ 2,511,566 $ 2,048,243 $ 2,478,161 $ 2,004,396

Disbursements:

Operating:

Public safety $ 570,793 $ 330,525 $ 293,409 $ 358,976

Public works 211,566 356,669 342,886 370,220

Hedlth and socid services - - - -

Culture and recregtion 392,464 345,024 304,200 318,530

Community and economic

devel opment 609,298 245,415 606,555 75,986

Generd government 160,388 339,724 224,525 181,081
Debt service 320,293 331,179 408,670 347,027
Capital projects 1,041,728 476,117 1,468,405 916,409

Tota $ 3,306,530 $ 2,424,653 $ 3,648,650 $ 2,568,229

See accompanying independent auditor's report.
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City of Rock Valley, | owa
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I ndependent Auditor's Report on Interna Control over Financia Reporting and on Compliance
and Other Matters
Based on an Audit of Financid Stiatements Parformed in Accordance with Government Auditing
Standards

To the Honorable Mayor and Members of the City Council:

We have audited the accompanying financia statements of the governmentd activities, the business type
activities, and the aggregate remaining fund information of the City of Rock Vdley, lowa, as of and for

the year ended June 30, 2005, which collectively comprise the City’ s basic financid statementslisted in

the table of contents and have issued our report thereon dated October 13, 2005. Our report expressed an
unqudified opinion on the financid statements which were prepared in conformity with an other
comprehensive basis of accounting. We conducted our audit in accordance with U.S. generally accepted
auditing sandards and the standards applicable to financia audits contained in Government Auditing
Standards, issued by the Comptroller Generd of the United States.

Internal Control Over Financid Reporting

In planning and performing our audit, we considered the City of Rock Valey'sinternd control over
financia reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the financia statements and not to provide an opinion on the internd control over financia
reporting. However, we noted a certain matter involving the interna control over financid reporting
and its operation that we consider to be a reportable condition. Reportable conditionsinvolve matters
coming to our attention relating to significant deficienciesin the design or operation of the interna
control over financid reporting that, in our judgment, could adversely affect the City of Rock Valey's
ability to record, process, summarize and report financial data consistent with the assertions of
management in the financial statements. Reportable conditions are described in Part 11 of the
accompanying Schedule of Findings and Questioned Cogis.

A materid weakness is areportable condition in which the design or operation of one or more of the
interna control components does not reduce to ardatively low leve the risk that misstatements caused

by an error of fraud in amounts thet would be materia in relation to the financid statements being

audited may occur and not be detected within atimely period by employeesin the norma course of
performing their assigned functions. Our consderation of the interna control over financid reporting
would not necessaxily disclose dl mattersin the interna control that might be reportable conditions and,
accordingly, would not necessarily disclose al reportable conditions that are also considered to be
material weaknesses. However, of the reportable conditions described above, we believeitem [1-A-05 is
amateria weskness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Rock Valey’sfinancia statements
are free of materid misstatement, we performed tests of its compliance with certain provisons of laws,
regulaions, contracts and grant agreements, non-compliance with which could have adirect and
meaterid effect on the determination of financid statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of non-compliance or other matters that
arerequired to be reported under Government Auditing Standards. However, we noted certain
immeateria ingtances of non-compliance or other matters that are described in Part 11 of the
accompanying Schedule of Findings and Questioned Cods.

Comments involving statutory and other lega matters about the City’ s operations for the year ended

June 30, 2005 are based exclusively on knowledge obtained from procedures performed during our audit
of thefinanciad statements of the City. Since our audit was based on tests and samples, not dl
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to condtitute legdl interpretations of those
datutes.

This report, a public record by law, isintended solely for the information and use of the officids,
employees and citizens of the City of Rock Valey and other parties to whom the City of Rock Valey
may report including federal awarding agencies and pass-through entities. This report is not intended to
be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnd of the

City of Rock Vdley during the course of our audit. Should you have any questions concerning any of
the above matters, we shal be pleased to discuss them with you at your convenience.

Van Bruggen & Vande Vegte, P.C.

October 13, 2005
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Part I:

City of Rock Valley, lowa
Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Summary of the | ndependent Auditor’s Results:

Partll:

(& Anunqudified opinion wasissued on the financia statements which were prepared on
the bass of cash receipts and disbursements which is a comprehensive basi's of
accounting other than U.S. generally accepted accounting principles.

(b) A reportable condition in internal control over financia reporting was disclosed by the
audit of thefinancia Satements.

(¢ Theaudit did not disclose any non-compliance which is materid to the financid
satements.

(d) TheCity of Rock Vdley did qudify asalow-risk auditee.

Findings Related to the Financial Statements:

I nstances of Nor Compliance:

No matters were noted.

Reportable Conditions:

11-A-05

11-B-05

Segregation of Duties— One important aspect of interna control is the segregation
of duties among employeesto prevent an individua employee from handling
duties which are incompatible. We noted that the handling of cash and numerous
recordkeeping functions are not entirely separated among employees.

Recommendation— We redlize that with alimited number of office employees,
segregation of dutiesis difficult. However, the City should review its control
procedures to obtain the maximum interna control possible under the
circumstances. An independent person could be used to regularly approve time
sheets, check paychecks for accuracy, verify vacation and sick leave, examine
employee expense reimbursements, and periodicaly examine invesments.

Response — We will investigate this within economic congrants.

Conclusion— Response acknowledged. The City could segregate duties to the
extent possible with existing personnd and dso through utilizing adminidrative

personnel to provide additiona control through review of financid transactions
and reports.

Independent Contractor 1099 Issuance — IRS Form 1099’ s were not issued to
rental landowners or independent contractors/laborers.
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City of Rock Valley, lowa
Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Part 11:  Findings Related to the Financial Statements: (continued)

Recommendation— IRS Form 1099 needs to be issued on a calendar basisto
rentd landowners, including strip landowners paid $600 or more. Independent
contractorg/laborers paid $600 or more during the calendar year should aso be
issued 1099's.

Response — These procedures will be implemented as recommended.
Conclusion— Response accepted.

[1-C-05 Capital Assets Record — A complete record of capitd assetsis not maintained.

Recommendation— To facilitate the proper insurance, maintenance and
safeguarding of these assets, such records should be established. An inventory of
al property and equipment should be taken by an independent person at least
once ayear and compared againgt capital assets records.

Response — We will work on implementing this recommendation.
Conclusion— Response accepted. Please make an effort to work on this,

[I-D-05 Countersgnature of Checks

Recommendation— In order to provide an additional control, checks should be
prepared and signed by one individua and then the supporting vouchers and
invoices should be made available dong with the checks to the second individua
for review and counteragnature.

Response — We will congder this recommendation.

Concluson— Response accepted. As having dual check signers adds an important
additional control, we strongly recommend that the City does congider this.
Procedures could be established to account for the Situation when it is not feesble
to have two check signers.

[I-E-05  Payroll Time Sheets/Time Cards— The City does not have auniform policy on
time sheets or time cards for dl employees. Payroll time sheets'time cards are not
aways being sgned/formaly approved by the employee' s supervisor. Payroll
time cards are dlowed to be hand written at times, instead of exclusively using
the time clock and no forma approva was noted by the supervisor on the time
card.
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City of Rock Valley, lowa
Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Part 11:  Findings Related to the Financial Statements: (continued)

Recommendation— The City should consider the need to require al City
personnel to prepare daily time sheets or time cards. Payrall time sheets or time
cards should be signed by the employee' s supervisor to attest to the accuracy of
hours worked. If payroll time cards contain hand written check in/out times, the
accuracy of the time written should specifically be approved in writing by the
supervisor immediately.

Response — We will address thisissue in an appropriate manner. We will attempt
to monitor payroll procedures more closdly.

Conclusion— Response accepted. It isimportant that this issue be addressed.

Part |11: Other Findings Related to Statutory Reporting:

[11-A-04

[11-B-04

[11-C-04

[11-D-04

Officid Depogitories— A resolution naming officia depostory banks has
been gpproved by the City Council. The maximum deposit amounts stated in the
resolution were not exceeded during the year ended June 30, 2005.

Certified Budget — Disbursements during the year ended June 30, 2005,
exceeded the amounts budgeted in the public safety, culture and recreation and
capital projects functions. Chapter 384.20 of the Code of lowa datesin part that
public monies may not be expended or encumbered except under an annud or
continuing gppropristion.

Recommendation— The budget should have been amended in sufficient amounts
in accordance with Chapter 384.18 of the Code of 1owa before disbursements
were alowed to exceed the budget.

Response — The budget will be amended in the future, if gpplicable.
Conclusion— Response accepted.

Questionable Dishursements - We noted no expenditures for parties, banquets
or other entertainment for employees that we believe may congtitute an
unlawful expenditure from public funds as defined in an Attorney Generd’s
opinion dated April 25, 1979.

Travel Expense - No disbursements of City money for travel expenses of
spouses of City officids and/or employees were noted.
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City of Rock Valley, lowa
Schedule of Findings and Questioned Costs
Year Ended June 30, 2005

Part |11: Other Findings Related to Statutory Reporting: (continued)

[11-E-04 Business Transactions - Business transactions between the City and City
officids or employees are detailed asfollows.

Name, Title and Transaction
Business Connection Description Amount
Kevin Van Otterloo, council member materias $ 2,153

shareholder, Van's Food Pride

Chad Van Zee, council member shareholder,
Rock Valey Cement, Block, & Tile Inc. materids 129,343
Tri State Ready Mix, Inc.
Vdley Sand & Gravd, Inc.

In accordance with Chapter 362.5 (10) of the Code of 1owa, the transactions with
the council members do not appear to represent a conflict of interest since total
transactions with each individua were less than $1,500 during the fisca year or
the transaction with a council member does not appear to represent a conflict of
interest Snce it was entered into through competitive bidding.

[11-F-04 Bond Coverage - Surety bond coverage of City officials and employeesisin
accordance with statutory provisions. The amount of coverage should be
reviewed annudly to insure that the coverage is adequate for current operations.

I11-G-04 Council Minutes - No transactions were found that we bedlieve should have been
gpproved in the council minutes but were not.

[11-H-04 Deposits and Investments - We noted no instances of noncompliance with the
deposit and investment provisions of Chapter 12B and 12C of the Code of
lowa and the City’ s investment policy

[1-1-04 Revenue Bonds - The specid Revenue Fund, TIF Fund, had a positive baance
as of June 30, 2005.

We would like to acknowledge the many courtesies and assistance extended to us by personnd of the
City of Rock Valey, lowa during the course of our audit.

Should you have any questions concerning any of the above matters, we shall be pleased to discuss them
with you at your convenience.

Van Bruggen & Vande Vegte, P.C.

October 13, 2005
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